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Information Request AG-2-14 

Refer to Exh. CLV-1, page 26. According to the testimony, NSTAR proposes to transfer 
the Cambridge 13.8 kV costs to distribution rates effective January 1, 2007 based on 
estimated 2006 costs. Please explain in detail and illustrate using 2004 and 2005 actual 
and estimated data, how the charges to customers and trueup of the transmission rate 
would occur beginning with the January 1, 2007 rate changes and the January 1, 2008 
rate change reflecting the true-up of 2006 costs not 2007 actual cost true-up. 

 
Response 

NSTAR Electric proposes to use estimated 2006 costs, including a true-up to actual 
costs to achieve the revenue-neutral transfer.  The estimated 2006 costs will be included 
in the revenue transfer as of January 1, 2007 and the corresponding true-up will occur in 
rates effective January 1, 2008. 
 
For purposes of illustrating the effect of the transfer of Cambridge’s 13.8 kV costs from 
transmission to distribution, below is a calculation of the ratio of the 13.8 kV revenue 
requirement to the total transmission revenue requirement that is applicable to the (pre-
transfer projected) January 1, 2007 transmission rates based upon estimated 2006 costs 
of the 13.8 kV system.   
 
13.8 kV   $13.8 million (estimated 2006 costs),  
Total Transmission $45.0 million D.T.E. 06-xx (reconciliation filing) 
Ratio   0.306667 
 
The Total Transmission amount of $45.0 million is an estimate of the projected 2007 
transmission costs in the Cambridge Reconciliation Filing that will be made in October 
of 2006.  The projected costs are based upon a combination of actual 2006 and estimated 
2006 data that will form the basis of the transmission rate to be in effect on January 1, 
2007. 
 
The pre-transfer projected 2007 transmission rates for each rate class are adjusted 
downward by this ratio.  The pre-transfer projected 2007 distribution rates for each rate 
class are adjusted upward by the exact amount of the transmission rate reductions. 
 
If the actual 13.8 kV costs for 2006 was $13.0 million and the total transmission cost 
was 46.0 million, then the true-up ratio of the 13.8 kV costs would be $13.8 million 
divided by $45 million minus $13 million divided by $46 million.  The true-up ratio of 
0.024058 would be applied to the original 2007 class transmission rates resulting in 
upward adjustments applied to class transmission rates in 2008.  Similarly, 
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corresponding downward adjustments would apply to the distribution rates for each rate 
class in 2008.  The adjustments to the transmission rates described above are to be 
performed prior to the calculation of consolidated transmission rates proposed with this 
merger.      
 
There would be no basis for using 2004 and 2005 actual and estimated costs in 
determining the change in the transmission and distribution rates. 
 
Please also refer to the response to Information Request AG-2-9 for a similar analysis on 
how the transfer of the 13.8 kV costs from transmission rates to distribution rates is 
achieved. 
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Information Request AG-3-8 

Please provide copies of each of the Companies most recent FERC Audit reports and 
other related documents. Include all related correspondence, letters, memoranda, e-
mails, and meeting notes. Explain how FERC determines which utilities to audit and the 
audit frequency. 

 
Response 

[BULK ATTACHMENT AG-3-8(a)] 
 
In the last ten years the FERC has conducted only one audit of the Companies.  That 
audit pertained only to Boston Edison.  Attachment AG-3-8(a) is a copy of the FERC 
audit report, which addressed Boston Edison’s compliance with the FERC’s accounting 
and reporting requirements and regulations as they relate to:  (1) the various accounts 
incorporated in formula rate transmission tariffs, and (2) transactions occurring under 
the tariffs.  The period over which the audit was conducted was January 1, 2001, through 
December 31, 2002.  The audit’s scope and methodology as well as the conclusions and 
recommendations that were given are detailed in Attachment AG-3-8(a). 
 
As indicated above, Cambridge, Commonwealth and Canal were not included in the 
audit.  The last FERC audit of Cambridge, Commonwealth and Canal was for 1988 
through 1992.  Attachment AG-3-8(b) through Attachment AG-3-8(d) set forth the audit 
performed for each company, respectively, during the period 1988 to 1992 to evaluate 
each company’s compliance with the FERC accounting and reporting regulations 
contained in the Uniform System of Accounts.   
 
The FERC selected individual companies for the audit in August 2003 as part of an 
industry-wide audit of the accounting related to formula rate open access transmission 
tariffs.  FERC performs periodic audit procedures related to compliance with its 
accounting and tariff regulations.  NSTAR Electric is not aware of the specific 
frequency with which these audits may occur. 
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Information Request DTE-3-10 

Refer to the Companies’ response to information request DTE 2-3. Are the Companies 
anticipating any over/under recovery as a result of consolidating their depreciation rates 
but not making related changes to its distribution rate? If so, how and when does the 
Companies propose to reconcile this over/under recovery? 
 

Response 

Because the proposed expense-neutral depreciation rates are largely based on the rates in 
the Companies’ latest depreciation study, any significant deficiency or excess in the 
depreciation reserves should be minimized.  Any actual excess or deficiency would be 
captured in future depreciation rates that the Companies would expect to propose in a 
future base rate proceeding. 
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Information Request DTE-3-11 

Refer to Exh. NSTAR-CLV-1, at 35. Because individual retirements would not be 
recorded under the Companies’ proposed depreciation arrangement, please discuss 
whether this would result in an acceleration of depreciation/amortization expense for 
ratemaking purposes. 
 

Response 

The implementation of amortization accounting for certain general plant accounts will 
not result in an acceleration of depreciation/amortization expense since the proposed 
amortization period reflects the average service life of the assets involved. 
 
 




